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The Greedy Celtic Tiger 


In a historic week when the eyes of all Irish 
people should have been on the political change 
taking place in the North, the talk in the South is 
of little else but the budget proposals unveiled on 
Thursday by our Minister for Finance, Mr. Charlie 
McCreevy. 


We live in a society where much needs to be put 
right: homelessness is on the increase; between a 
quarter and a third of Irish children live in 
poverty; the rate of suicides keeps rising, 
particularly among young people; conditions in 
some of our psychiatric institutions are variously 
described as 
inadequate/overcrowded/unsuitable/unacceptable; 
refugee women are reluctant to seek ante-natal 
care for fear of being deported; four people test 
HIV positive each week; 150 building workers 
have been killed over the past five years because 
of poor safety on sites. 


At a time of record economic growth, the budget 
could have made a real difference in at least some 
of these areas. In particular, it had been expected 
to deliver a generous social welfare package and 
tax cuts targeted at the lower and middle income 
workers. With an eye to the re-negotiation of 
partnership agreements between employers, 
unions, farmers and the community and voluntary 
sector, the latter had made repeated calls for 
measures aimed at poverty alleviation and social 
inclusion. No one ever imagined that - when 


money was available to answer their call - such 
authoritative voices as the Conference of Religious 
in Ireland, the Irish National Organisation of the 
Unemployed, the National Youth Council or the St. 
Vincent de Paul Society would be not just ignored 
but scorned. Yet they were. 


In his budget, Mr. McCreevy did make tax 
concessions, but they will favour 
disproportionately the high-income groups. He did 
deliver increases in social welfare, but these are 
too paltry to be meaningful. Above all, Mr. 
McCreevy blatantly put the needs of the economy 
before the needs of society and decided to put in 
train the individualisation of taxation. >From this 
budget on, in a country with a lack of places in 
adequate creches or caring institutions, families 
with both parents working will pay far less tax 
than families where one parent chooses, or has to 
stay at home to care for their children or for 
handicapped or aged relatives. This measure, 
obviously put in place to entice more people into 
the labour force, has been an eye opener for Irish 
people. It tells them that the central unit of Irish 
society is not the family any more and that the 
main duty of men and women is not to nurture 
their children but "to fuel" the economic growth, 
not for a better life now, not for a better future 
but for the sake of economic growth itself. 


The outrage which greeted the budget proposals 
proves that market-driven social engineering is 
not what we want. During a visit to Dublin. Sinn 
Fein President Mr. Gerry Adams gauged the mood 
of the country when he said: "At a time when the 
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peace process is making such progress, we should 
be moving towards the creation of real equality 
and real social justice on this island." 


Claudine Gaidoni, Attac-Ireland 
ireland@attac.org 





Tobin Tax 


War on Want’s Tobin tax campaign has just 
published the November edition of its newsletter, 
“Taxing Times.” It offers a telephone number in 
England to call to order a copy of The Global 
Gamblers, a report published by War on Want, 
naming major banks in England as major players 
in currency speculation, and urges everyone to 
write their own bank to ask if it engages in 
currency speculation. 


It is also calling for everyone to write their local 
Member of Parliament urging them to support a 
Tobin tax, which tax was given a “big boost” in 
Europe and the UK this fall by an expert 
economist and former Canadian government 
advisor, Rodney Schmidt. “Dr. Schmidt...argued 
a convincing case for the implementation of a 
foreign exchange tax...and showed how...a Tobin 
tax would be relatively easy to impose...(and) 
would apply to all deals through the settlement 
system which tracks every single trade and would 
be unavoidable.” Campaign packs and briefings 
are available from War on Want 
http: //www.waronwant.org 





Reference made by “Taxing Times” to other 
websites on the Tobin tax are: 


ATTAC (Intl.): 
http: //www.attac.org 





The Tobin Tax Initiative (US): 
http: //www.ceedweb.org/iirp 





Halifax Initiative (Canada): 
http: //www.sierraclub.ca/national/halifax/ 





Tobin Taxes: A View from the Other Side 
Introduction 


The collection of essays on world capital in Policy 
Options July/August 1999 was timely and 
provocative, but unbalanced insofar as there was 
no defence of Tobin taxes to match the critical 
essay of A.R. Riggs and Tom Velk (hereafter RV). 
Although Professor Tobin assured us in the last 
paragraph of his essay that he still believes in his 


idea, the rest of the essay was on other things. In 
the interest of bringing balance to the discussion, 
| would like to provide some basic information 
about Tobin taxes. | will also try to show that RV's 
problems with Tobin taxes are misguided, but my 
main aim is constructive rather than critical. A 
more thorough account may be found in my 
monograph Good Taxes: The Case for Taxing 
Foreign Currency Exchange and Other Financial 
Transactions (Science for Peace and Dundurn 
Press 1997). 


Recent History of Tobin's Idea 


Of many examples that one could give showing 
that Tobin's idea is alive and probably has a bright 
future, | will mention only three. First, on March 
23, 1999 the Canadian House of Commons 
endorsed Lorne Nystrom's Private Member's 
Motion M-239 by a vote of 164 to 83 which said: 
"that, in the opinion of the House, the government 
should enact a tax on financial transactions in 
concert with the international community". Such 
taxes are precisely the sort James’ Tobin 
recommends, following Keynes by some years. 
Hence, the name Tobin taxes'. Prior to the vote 
there was a massive lobbying effort by over 100 
Canadian NGOs led by the Halifax Initiative and 
RESULTS Canada. 


Second, there is a group called ATTAC 
(Association pour une Taxation des Transactions 
financieres pour I'Aide aux Citoyens) which was 
founded in 1998 and as | write these lines has 
over 100 chapters in France with a_ total 
membership of over 10,000 people. ATTAC 
chapters now exist in Argentina, Austria, Belgium, 
Brazil, Greece, Ireland, Italy, Quebec, Senegal, 
Spain and Switzerland. It is worth remembering 
that France's withdrawal in October 1998 from 
OECD negotiations on the Multilateral Agreement 
on Investment (MAI) was the result of NGO 
activity of the same sort undertaken by ATTAC 
(and by many of the same people) and that this 
particular event was sufficient to prevent the MAI 
from going forward. ATTAC organized massive 
demonstrations at the World Economic Forum in 
Davos and issued the Davos _ Declaration 
endorsing, among other things, Tobin taxes. The 
Italian development NGO Mani Tese launched 
ATTAC Italy with a conference of 200 people and 
publication of the Italian translation of Good Taxes 
(Un'imposta giusta: la Tobin tax). 


Third, in Helsinki a coalition of over 200 national 
and international NGOs joined to launch the new 
publication The Tobin Tax: How to Make it Real by 
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Heikki Patomaki and Katerina Sehm. The 
government of Finland is promoting Tobin taxes 
and the Prime Minister is the current chair of the 
European Union during the rest of 1999. 


Foreign Currency Exchange and Tobin Taxes 


The Bank for International Settlements's 1995 
estimated daily foreign currency exchange trading 
figure was $1,300 billion, including derivative 
contracts (i.e., contracts involving assets derived’ 
from others, as for example, financial futures and 
options contracts to buy or sell foreign currency at 
a future time). When derivatives are excluded, the 
trading figure dropped slightly to $1,230 billion a 
day. Multiplying the $1,300 billion daily figure by 
240 business days yields a yearly figure of $312 
trillion. RV mistakenly asserted that a Tobin "tax 
would collect over 1.5 trillion US dollars annually" 
(p.53), presumably because they confused the 
estimated current daily trading figure with the tax 
collectible from such trading. The most 
conservative estimates of the annual amount of 
revenue a tax of 0.05% (five basis points) might 
have attracted on a global basis in 1995 was from 
$90 billion to $97 billion. Most likely that range 
would still be appropriate today. 


About 2% of all the global foreign currency 
exchange activity is connected to the export and 
import of real goods. The vast majority of the 
activity is simply disconnected to the world's real 
economy. This is very important for Canadians to 
remember because Gordon Thiessen, Governor of 
the Bank of Canada, reported to the Standing 
Senate Committee on Banking, Trade and 
Commerce (April 20, 1999) that as an exporting 
country Canada would suffer from a Tobin tax. On 
the contrary, since Canada would share global 
revenues from $50 worth of foreign exchange 
activity currently not taxed for every $1 worth of 
activity connected to exports and imports of real 
goods, Canadians would clearly be net gainers by 
a wide margin. Over 80% of the foreign exchange 
transactions are for round-trips of 7 days or less, 
and nearly 80% of foreign exchange transactions 
are handled in 7 countries (UK, USA, Japan, 
Singapore, Switzerland, Hong Kong, Germany). 
Nearly three quarters of global spot transactions 
are inter-dealer exchanges made through a few 
central clearinghouses using increasingly carefully 
monitored electronic systems. Institutions that 
deal in such transactions might have 3,000 to 
4,000 trades on an average day, with quoted 
prices changing 20 times a minute for the most 
important currencies. The dollar-deutsche mark 
rate might change as much as 18,000 times in a 


day. Exchanges worth from $200 million to $500 
million are not unusual. 


Today there are no taxes on foreign currency 
exchange transactions as recommended by Tobin. 
However, besides international financial 
transactions across national boundaries, there are 
intranational financial transactions within national 
boundaries. There are also many countries with 
excise taxes on intranational financial 
transactions; e.g., taxes on the sale and/or 
purchase of stocks and/or bonds within a country. 
These include Argentina, Australia, Austria, 
Belgium, Brazil, Chile, China, Colombia, Denmark, 
Finland, France, Hong Kong, India, Italy, Japan, 
Malaysia, New Zealand, Portugal, Singapore, 
South Korea, Spain, Sweden, Switzerland, Taiwan, 
Thailand, and the United Kingdom. Some other 
countries have had such taxes and phased them 
out (e.g., Germany and the United States). 


The wide variety of intranational financial 
transactions taxes is remarkable in itself and 
shows that different policy-makers have selected 
different instruments to suit the special conditions 
of their own countries. For examples, some 
countries have maximum tax levels (Australia, 
France) and some do not (Japan); some countries 
tax only new security issues (Sweden), some tax 
no new issues (Denmark) and some tax both new 
security issues and transfers (Austria); some tax 
only transfers of shares (Argentina) while others 
tax transfers of shares, bonds and _ securities 
(Belgium); some tax only banks and financial 
institutions (Australia) but some tax no financial 
institutions (Denmark); some tax their own 
citizens anywhere (Austria), some tax their own 
citizens trading outside their country (Italy, 
Japan); some tax borrowers and buyers of 
securities or foreign currency (Brazil) but some 
tax only stock transactions (China); some tax all 
banking transactions (Brazil (temporary)), some 
tax all checks (New Zealand) and some tax all 
financial transactions (Portugal); some tax only 
resident sellers of shares (Denmark) while some 
tax only resident buyers and sellers of stocks 
(France, Malaysia); some tax buyers of their own 
securities lower than foreign securities 
(Switzerland); some tax the sale of government 
bonds lower than the sale of shares and have no 
tax on government money market securities 
(Japan). 


For countries such as Canada and the United 
States, which currently have no _ financial 
transactions excise taxes, the idea of introducing a 
Tobin tax may seem very whimsical indeed. 
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Nevertheless, from the point of view of most other 
industrialized countries which have some form of 
financial transactions excise taxes, the idea of a 
Tobin tax is considerably less whimsical. Whatever 
apparent whimsy there is in the idea _ of 
introducing a Tobin tax in Canada and the United 
States, there really are some live options here 
which finally require political will more than 
anything else to bring them to fruition. 


Replies to Riggs and Velt 


The position of RV regarding the possible role of 
governments today is indicated in the very last 
paragraph of their essay. As a matter of fact they 
do not believe that governments have "the power 
to establish conditions for money, credit, interest 
rates, tax and spending levels that are 
significantly at odds with what private players 
subject to their laws approve". They do believe 
that governments have the power to "undertake 
meaningful economic policy affecting money 
markets" in the form of "Constitutional design 
that: protects property rights and contract; treats 
all citizens uniformly; guarantees due process 
without institutionalizing an overly litigious spirit 
in the people; and, to the extent possible in a 
democratic state, disallows a strategy of tax and 
tax, spend and spend, elect and elect a design 
that does all these is for long-run private 
prosperity." 


As a matter of principle they believe "...money 
and credit are such powerful instruments at the 
ballot box, so easily manipulated in ways beyond 
the average citizen's understanding, so frequently 
mismanaged in human history, that we are 
overcome with awe at the shameless manner in 
which politicians claim for themselves sovereignty 
over an industry they have so frequently 
mismanaged into total breakdown. Arguments like 
that of Prof. Tobin's calling for an international 
government monopoly over a key dimension of 
the market for money and credit, should be 
rejected. If education, fire and police protection, 
mail service and garbage collection are all too 
complicated and important to be left to 
government, money clearly is, too." 


Regarding the factual matters, while it is true that 
governments have the power that "private 
players" grant, RV do not fully appreciate the fact 
that in democratic societies all private citizens are 
"private players" when they are educated and 
organized and actively pursue their interests in an 
enlightened fashion. RV assume that regarding 
financial transactions the real "private players" are 


people with significant real wealth and _ that, 
therefore, a necessary condition of successful 
government activity is that such people must be 
kept happy. In fact, the necessary condition of 
successful government activity is that a majority 
of voters must be kept happy and sometimes that 
requires making many or most people with 
significant real wealth unhappy. It is worth 
remembering that during much of the thirty years 
prior to the Reagon-Thatcher-Mulroney period 
RV's "private players" were typically less happy 
than they subsequently became and that such a 
state of affairs may occur again. 


RV do not realize that governments’ ability to pass 
and enforce laws to protect property rights and 
contracts is sufficient to prevent the sort of foreign 
currency exchange evasions described in the 
paper. Indeed, virtually all the writers who craft 
the sorts of maneuvers RV described fail to realize 
how much infrastructure support and protection 
financial traders need and, therefore, how much 
strength governments have given a supportive 
electorate. Without the full support of 
governments, laws, licencing, police, courts and 
so on, foreign exchange activity would simply be 
impossible, and such support can be withheld, 
reduced or expanded depending on the political 
will of voters. Paul Martin was certainly right when 
he said that "our efficient domestic markets are 
the result of sound regulation" (p.7), and Joe 
Stiglitz was also right when he wrote 


"Governments play a large role in all of the most 
successful financial markets. Wall Street, the 
international emblem of free markets, is one of 
the most highly regulated markets in the United 
States" (p.25). David Henderson was certainly 
wrong when he wrote "...the main lesson to be 
learned from the events of the past few years is 
that unchecked government power causes human 
tragedy and that to reduce the size and frequency 
of these tragedies, we need to eliminate the vast 
majority of powers that various governments have 
over innocent people" (p.33). 


Clearly unchecked power is always dangerous, 
whether it is in the hands of governments or 
private individuals or corporations. However, the 
appropriate solution to the problem _- of 
mismanaged power is not to abandon but to 
improve management. With respect to both public 
and private organizations, management can be 
improved by more enlightened and _ active 
participation by all stakeholders, and by holding 
people responsible and accountable for their 
actions. 
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Regarding the matters of principle, RV's position is 
plainly anti-democratic. They just don't trust 
elected representatives to manage much of 
anything, especially money and credit. Here again, 
RV show an_ incredible ignorance and/or 
appreciation of the history of money and banking. 
For most of the past 2,000 years that has been a 
history of socialization brought about as a direct 
result of the failures of private financial industry. 
For example, the Bank of Canada was created in 
1935 precisely because of the mess made by RV's 
"private players" in the 1920s. If it were not for 
our Federal Deposit Insurance Corporation the 
private banking industry would have gone and 
stayed belly-up many years ago. Of course deposit 
insurance increases moral hazard, as Henderson 
said, but the solution to the problem of increased 
moral hazard is, as Stiglitz said, the introduction 
of appropriate taxes and regulation. Insurance 
companies put higher premiums on accident prone 
drivers and in the extreme cases governments 
simply deny them driver's licences. Similarly, 
Tobin taxes put higher premiums on short-term 
trading that is typically not connected to the real 
economy and in extreme cases dealers who insist 
on evading such taxes may be denied licences to 
trade. There is no good reason for allowing any 
financial trader to enjoy the benefits of a stable 
international financial system while taking a free 
ride on every other stakeholder. 


Monetary systems have never been successfully 
self-regulating. The question is: In whose interest 
are they regulated. Unfortunately, in Canada since 
the 1970s our system has been regulated 
primarily in the interest of the rentier class. The 
evidence for this is first, that the Bank of Canada 
allows commercial banks to create most of the 
new money (creating debt at the same time) 
required to keep our economy growing although 
the Bank has the authority to create the same 
amount of new money (without creating debt), 
and second, that real interest rates are allowed to 
continue to be two to three times their traditional, 
pre-1970s levels. Both of these facts can and | 
think will be changed when there is the political 
intelligence and will in the Canadian electorate. 


The last point | want to comment on regarding 
RV's essay concerns their misguided faith in the 
efficient market hypothesis (EMH) with respect to 
the churning that characterizes foreign currency 
exchange markets. They expressed their faith 
when they wrote "the short-term capital 
movements that are blamed for market volatility 
often serve to keep markets functioning and 


stable" (p.53). | have already emphasized that 
98% of short-term capital movements are 
unrelated to the real economy and that, therefore, 
it is a red herring for anyone to suggest that a 
reduction of such movements would have a 
distorting effect on real economy markets. But 
aside from this argument there are four good 
reasons for thinking that the EMH is false 
regarding securities markets (e.g., stocks, bonds, 
foreign currency). 


(1) If EMH were true, then actual market prices 
would give good estimates of the actual cash flows 
from securities. But market prices do not give 
good estimates of the actual cash flows from 
securities; rather, market speculation makes 
market prices much more variable than earnings 
(cash flows). 


(2) If EMH were true, then there would be no 
speculative booms and _ busts, no_ cyclical 
fluctuations in securities market prices. But there 
are such fluctuations. 


(3) If EMH were true, then irrational investing, 
noise trading, fads, herd behaviour and over- 
speculation would tend to disappear in favour of 
rational trading based on fundamental values. But 
securities trading is notorious for its signs of 
irrational investing. 


(4) If EMH were true, then there would be some 
relatively objective basis on which the future value 
of securities rests. But there is no such objective 
basis because the future value of securities rests 
on diverse and transient human assumptions, 
perceptions, judgments, expectations and 
behaviour. 


Since in every case the implied predictions from 
the EMH are known to be false, it is unreasonable 
for governments and people like RV to continue to 
believe and behave as if the EMH is true. Those 
who continue to insist on liberalizing capital 
accounts are basing destructive public policies on 
patently false theories. The only reasonable 
course now is to consider some appropriate sorts 
of regulation for securities markets and, in the 
case of foreign currency exchange markets, the 
most promising instrument is some sort of Tobin 
tax. It cannot be the only or whole solution to the 
variety of problems generating increasingly 
frequent monetary crises in the world today, but it 
can certainly be an important part of a solution. 


Conclusion 
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Good taxes should generate enough revenue to 
pay for public goods and services that not only 
provide a_ social safety net for relatively 
underprivileged or unlucky people but also provide 
the resources to create sustainable human 
communities with a good quality of life. Good 
taxes should be levied roughly in proportion to 
people's ability to pay, and _ should’ be 
administratively manageable and cost effective, 
but these features of any tax regime must be 
examined in relation to the benefits mentioned in 
the previous sentence. In other words, in this area 
as in most other areas of life, one can only decide 
what is good or bad, right or wrong, pragmatically 
by carefully weighing all the likely benefits and 
costs involved. | think Tobin taxes would be good 
and | hope my comments on the essays from the 
July/August issue will motivate others’ to 
undertake their own investigations to confirm or 
disconfirm my assessments. 


Alex C. Michalos, Ph.D., F.R.S.C. Professor and 
Chair, Political Science Program University of 
Northern British Columbia Prince George 

Please email to ATTAC_ Scientific Council 
cs@attac.org it will forward your mail. 


“Your Money or Your Life: The Tyranny 
of Global Finance” 


The magazine, "Spectre" interviewed — Eric 
Toussaint, Chair of the Committee for the 
Abolition of Third World Debt based in Brussels 
(cadtm@skynet.be) and author of "Your Money or 
Your Life: The Tyranny of Global Finance"(*) 
which describes the way in which powerful states 
and the multinational corporations based in them 
use the indebtedness of the developing world to 
line their own pockets at the expense of the poor, 
and to reinforce the relations of power that keep 
the plunder going. 


SPECTRE: A major theme of your book, and of 
your broader political work, is the problem of Third 
World countries' indebtedness. Is it possible for 
you to summarize the reasons why most African 
countries and many poorer countries elsewhere 
came to be burdened by huge _ unserviceable 
debts? 


Eric Toussaint: Poorer countries were encouraged 
by western banks to borrow money during the 
1970s. The present debt crisis, which first blew up 
in 1982, is due to the combined effects of the 
sudden increase in interest rates by the US 
Federal Reserve towards the end of 1979, the fall 


in export revenues and a halt in further loans from 
banks. It has been managed by the governments 
of the North and multilateral financial institutions - 
the IMF and World Bank - in order to force back 
into a cycle of dependence those countries of the 
Third World and Eastern Europe which had 
succeeded in acquiring a_ certain level of 
industrialization and therefore a measure of 
financial muscle. As for the least developed 
countries, their subordination to the interests of 
the leading industrial powers has been enhanced. 


Between 1982 and 1998, the countries of the 
periphery - that's to say those of the Third World 
and Central and Eastern Europe - repaid more 
than four times the total sum they had borrowed. 
Despite this, their total debt grew by precisely the 
same proportion. International creditors - the IMF, 
World Bank, the Club of Paris (a grouping of 
western creditor nations) and the Club of London 
(made up of western private banks) dictate terms, 
most importantly in the form of Structural 
Adjustment programs (SAPs), which are no more 
than a tool designed to bring the debtor countries 
to heel. 


SPECTRE: What are the general effects of this 
debt burden on the countries themselves and 
internationally? 


Eric Toussaint: The debt system is an enormous 
mechanism for transferring the wealth of wage- 
earners and small producers of the South to the 
capitalists of both North and South. It isn't only 
the capitalists of the rich countries which benefit, 
but privileged elites within the Third World who 
profit from the impoverishment of their own 
populations. In 1998 $250 billion was repaid by 
the Third World countries - this doesn't include the 
ex-Eastern Bloc - and only $40 billion received in 
Development Aid (ODA). Moreover, this transfer of 
wealth is not only attractive in a direct sense, but 
because it enhances the domination of the most 
industrialized nations - the member states of the 
G7 - over the periphery. 


In recent years we've seen that, by reinforcing the 
debt, the G7 countries and the multinational 
corporations (MNCs) based in them have 
succeeded in forcing those countries which had 
created for themselves a certain space for 
manoeuvre - South Korea, Brazil, Mexico - to 
accept SAPs dictated by the IMF and World Bank. 
Behind these SAPs you can clearly see the 
interests of western multinationals, which have 
been able, for example, to buy - acquiring it in 
dribs and drabs - parts of South Korean 
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corporations. The most striking result of the debt, 
however, is of course the direct impoverishment of 
huge swathes of the world's people. There is a 
large number of countries in which more than half 
the population is living below the level of absolute 
poverty, defined by the World Bank as $1 a day- 


SPECTRE: But in your book you criticise this 
definition. 


Eric Toussaint: Yes, because for example if you 
go to Brazil, or even a much poorer country such 
as Senegal, you simply can't survive on $1 a day. 
If people do survive on such an income, it's 
because of collective solidarity which doesn't work 
through cash but through mutual aid, women's 
domestic labour, things which stand outside the 
framework of market relations. 


Some of the effects of this _ terrible 
impoverishment were brought out at the recent 
conference held in Lusaka on the subject of the 
AIDS pandemic. Life expectancy in certain African 
countries - Uganda, Tanzania, Rwanda - will fallen 
in the next decade by as much as 12 years. This 
is directly linked to the debt crisis, by the simple 
fact that the countries which have suffered most 
from AIDS have paid out, between them, four 
times as much in exterior debt repayments as 
they have been able to spend on addressing the 
crisis through health education or health care. 
Most people in these countries have no access to 
basic health care, yet the debt must be repaid. It's 
significant, too, that no G7 minister was present 
at this conference. When the G7 met earlier this 
year in Cologne and was presented with a petition 
of 17 million signatures organised by the debt 
relief campaign Jubilee 2000 with the support of 
celebrities like the rock singer Bono, they had to 
come up with some response. Then of course the 
media's attention moves on and, when it comes to 
proposing concrete measures, these heads of 
state are nowhere to be found. 


SPECTRE: In the short term, what can or should 
be done? 


Eric Toussaint: The debts must be annulled. In 
order to achieve that, however, we would have to 
create very different relations of forces than exist 
today. It wouldn't be hard to annul Third World 
debts, actually, because they represent only a 
small proportion of the world's total public 
external debt - about $2,000 billion, compared to 
around $6,000 billion, for example, for the EU's 
member states - so, if you add the US and Japan, 
you can see that Third World debts could be 


annulled without its posing any threat to the 
world's financial system. But, for the reasons | 
gave in answer to your previous question, it isn't 
going to happen. It's only by challenging the 
existing arrangements of power that things will be 
changed - by a political struggle. 


SPECTRE: Every time there is a crisis in a 
developing country, such as that in East Timor 
now, we in the West are asked by a range of 
organisations to give as generously as possible. 
Every time you respond to such appeals, however, 
you're aware that emergency aid is by definition 
no solution to the problems that lay behind the 
crisis, behind all of these crises. What can we in 
the west do to help people tackle those? 


Eric Toussaint:: Well, the political struggle to 
which I've just referred needs to be combined with 
other campaigns, to change the trade relations 
between North and South to make them more 
equitable, to establish a new global economic 
order. Then there is the question of the complicity 
between the North's financial institutions and the 
rich elites of the South. For example we need a 
public inquiry into the location of funds salted 
away in western banks or stock portfolios by Third 
World dictators and the capitalists who surround 
them, and a means of returning these funds, 
where they are the result of theft, to the peoples 
from whom they have been stolen. A further issue 
concerns the necessity for a tax on capital 
transfers, something like the so-called Tobin tax - 
not necessarily precisely that, as there are 
numerous proposals worthy of consideration. 


A movement, ATTAC, has grown up internationally 
to campaign for such a tax, though it lacks 
support in Britain and other English-speaking 
countries, and is also weak in the Netherlands 
and, with the exception of Norway, in the Nordic 
countries. In fact, as this is where most of your 
readers are to be found, I'd like to appeal to them 
to get involved. At the moment it's strongest in 
the Latin countries of Europe, and in certain 
developing countries, notably Brazil. the 
Philippines and South Korea. As an international 
campaign ATTAC can play an important role in 
unifying activists in different kinds of campaigns. 
The interests of international solidarity groups, 
feminists, environmentalists, trade unionists, 
people campaigning against unemployment, are 
all touched by the failure to tax speculative capital 
and the resulting instability, the financialisation of 
the economy. 
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(*)First published in French: La Finance contre les 
Peuples, Edit Luc Pire-Bruxelles / CADTM-Brussels 
/ Syllepse-Paris / CETIM-Geneve, 1998, 396pp. 
Second edition published in September 1999. 


Two English editions available: 


1) by Pluto Press, 1999, London - UK (ISBN 0 
74531414 0 pbk) and Mkuki na Nyota Publishers, 
Dar es Salaam - Tanzania (ISBN 9976 973 54 3 
pbk) 322pp 


2) by VAK Vikas Adhyayan Kendra, 1999, Bombay 
- India, 302pp 


CADTM is co-founder of ATTAC in Belgium 
belgium@attac.org 





India on the move 


The world's largest democracy is, of course, no 
stranger to non-violent citizen protest. No one 
will be surprised to learn that November 30th, the 
Global Day of Action against Capitalism and the 
WTO was celebrated by diverse Indian movements 
with actions and demonstrations throughout the 
country. Mass-based movements representing 
Adivasis [indigenous peoples], farmers, slum 
dwellers, women, workers, students and other 
social sectors directly affected by the destructive 
process of capitalist globalisation took to the 
streets in several states to express their rejection 
of the WTO regime and demand India's withdrawal 
from it. Victims of the greed of transnational 
corporations were also represented : associated 
with the movement were demonstrations marking 
the 15th anniversary of the disaster at the Union 
Carbide plant in Bhopal, in which, due to careless 
and defective safety procedures, thousands met 
their death, from exposure to escaped gases. 


500 women and men from the Maheshwar area of 
the Narmada valley arrived on the 29th of 
November to New Delhi in order to participate in a 
3-days Dharna (sit-in) at Raj Ghat, the place 
where the ashes of Mahatma Ghandi are buried. 
They went to New Delhi in order to protest against 
the destructive capitalist model of so-called 
‘development’. Their actions had two _ specific 
targets: the collusion of Indian industrial interests, 
diverse multinational corporations and the German 
state to build up a dam in Maheshwar, which 
would have devastating local impacts, and the 
WTO regime, for the equally vandalistic and 
insidious dispossession that it creates globally. 


They staged two different actions on November 
30th. The first one took place outside the German 
embassy, under the strong surveillance of the 
police. The German government is now 
considering the approval of a Hermes guarantee 
for the Maheshwar dam, the first privatised hydro- 
electric project in the history of independent India. 
The approval of such a guarantee would take all 
the risk away from the foreign corporations (Such 
as Siemens, ABB, etc) which are investing in its 
construction; hence, if this mega-dam, besides 
being a human, cultural and environmental 
tragedy, would as expected end up being a 
financial disaster (like so many other mega- 
dams), the losses would be paid with German 
taxpayers' money. If the guarantee is approved, 
the Indian and foreign corporations involved will 
undoubtedly go ahead with this dreadful project, 
despite the strong grassroots resistance to it, 
despite the fact that its terrible social and 
ecological consequences have been acknowledged 
even by the Indian Environmental Ministry's 
recent report on the project. 


Coming from the province of Karnataka, several 
thousand farmers gathered in Bangalore on 
November 30th, to protest against the ministeral 
conference of the WTO in Seattle. They were 
joined by activists from _ several _ leftist 
organisations and unions. They issued a "Quit 
India" notice to Monsanto, urging the company to 
leave the country, or face non-violent direct action 
against its activities and installations. Another 
notice was issued to the Indian Institute of 
Science - which has permitted Monsanto to do 
research work on its premises - to expel the 
transnational corporation from the campus. 


After the public meeting, a delegation of KRRS 
activists went to the Indian Institute of Science 
(IISc) and to the Monsanto office in Bangalore to 
issue notices. The notice given to the IISc said 
that this institution was "created at the time of 
freedom movement to help the development of 
country with regard to science and technology. 
Instead of fulfilling your objectives, you have 
given space to the multinational corporation 
Monsanto, which is trying to build up a monopoly 
on agriculture with the help of biotechnology. You 
will have to withdraw the permission given to 
Monsanto to do research work in your campus." 


The notice given to Monsanto said "you should 
quit India otherwise we will have to throw you out 
from here". Monsanto staff asked the farmers' 
delegation not to shout slogans inside the 
building, but they must have been quite 
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disappointed when the result of their request was 
exactly the opposite of what they intended. When 
the delegation was invited to negotiate by 
Monsanto's regional director, Mr. Manjunath, they 
replied that they had nothing to negotiate with 
Monsanto, and told the director to get the 
company out of the country. 


Follow-up actions planned for December 


A massive national rally will take place in New 
Delhi on December 29th, at which all major Indian 
movements will greet a new WTO-free millennium, 
and regular decentralised programmes of 
awareness-raising and mobilisation will take place 
in most Indian states. For more_ information 
contact JAFIP at <jafip@dot.net.in> and AIPFR at 
<aiprf@hotmail.com> and <aiprf@bol.net.in> 


An impressive programme called 'Land Entitlement 
Satyagraha’' [Satyagraha is a Gandhian term that 
means Strugge for Truth] will be lauched on the 
10th of December, spearheaded by Ekta Parishad 
[Unity Conference], a mass-based Adivasi 
movement from Madhya Pradesh and one of the 
most important movements of indigenous peoples 
in Asia. The Satyagraha will consist of a 3.000- 
kilometer march on foot, stretching from the 10th 
of December 1999 to the 20th of J une of the year 
2000. The aim of this march is to launch a 
massive movement of non-violent direct action 
and civil disobedience on land issues. The march 
will promote the occupation of governmental land, 
thus implementing land reform by means of direct 
action, and urge rural communities to reclaim the 
control over their resources and livelihood, which 
is being increasingly taken away from them by the 
destructive process of capitalist globalisation. This 
process, driven by global forces and institutions 
like the WTO, with the direct support of the 
national and local elites, is depriving people of 
their rights and means of livelihood. The march, 
which will pass through 1.500 villages and 
mobilise opinion in over 10.000 villages, will 
create awareness about the destructive role of the 
WTO regime, transnational corporations and 
financial institutions, in complicity with national 
and state governments, calling for direct action to 
restore the rights of people. Due to the emphasis 
on direct action and to the occupations of 
governmental land that will form part of the 
programme, the organisers are counting on a 
heavy dosis of police repression. Hence, 
international solidarity will be very important; in 
the future we will continue sending information 
about this Satyagraha, including calls for action 
whenever this is necessary. For more information 


please contact Ekta Parishad, Gandhi Bhavan, 
Bhopal, India, tel. +91-755-543800 [in the next 
report of Indian actions against the WTO we will 
send the email address as well]. 


A report from Seattle. 


I'm the diarist for http: //www.gristmagazine.com 
this week, and other day's reports are available 
there, in the diary section. This is Thursday's 
(December 2) entry. More later today. In 
solidarity and love 

Raj Patel 





wonne- As the protests in Seattle continue, it's 
becoming increasingly difficult to navigate the 
torrent of misinformation in the media. It is true 
that downtown Seattle has been transformed into 
a nominal war zone. But | say 'nominal' because, 
other than a couple of hours of exceptionally 
violent streetclearing by the city's _ finest, 
downtown Seattle has been pretty quiet. (The 
main disturbances seem to have happened in an 
area a little removed from the downtown area.) 
The Mayor has, however, in effect *created* a war 
zone downtown. By signing a declaration of a 
state of emergency, he has over-ridden the 
peaceful reality of non-violent protests and 
militarised 60 city blocks. 


This means that all rights are suspended for the 
duration of the WTO conference. All of them. A 
group of protesters came in to the city centre at 
7am the day after N30 to help clean up the mess. 
The police wouldn't let them in because they were 
wearing anti-WTO paraphernalia. And any civilian 
found in possession of a gas mask within the no- 
protest zone will have it confiscated and faces an 
additional 6 months in jail. Notice how, as soon as 
you enter the zone, you stop being a citizen with 
rights, and become a citizen, a threat, a subject 
for military control. All because someone drew up 
a map and signed some paper. 


The transformation of space is never so complete, 
though. | was out after curfew last night, 
wandering the streets looking for friends. | wasn't 
alone. The shops in the downtown area were still 
open. Expensive restaurants still catered to 
delegates. Liquor stores still sold grain alcohol to 
anyone who could afford it. The police drove up to 
me and very politely reminded me that | was in 
violation of the state of emergency, and if I'd 
please move along, they'd be very grateful. 
Different from the random beatings earlier in the 
day, no? 
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So don't be believing the sweeping generalisations 
about downtown being in the iron grip of Terror. 
This is a very selective persecution. Only people 
who want democratically to express their 
dissatisfaction with the present regime are being 
targeted. (The targeting skills of the police aren't 
terribly good, though - there was a great deal of 
‘collateral damage’ earlier on today, when office 
workers and passers by were also caught in the 
clouds of tear gas and beaten by the police). For 
us, the protesters, Seattle is a police state. But for 
the rest of Seattle, it's business as usual. This is 
very, very frightening. Think about it for a second. 
The delegates can go about their business, the 
downtown homeless can eke out a living, the 
stockbrokers can make their fortunes, even some 
NGO members can shuttle back and forth, *and 
not notice the difference* between a state of 
emergency where rights are suspended, and 
regular everyday times, when the rights exist but 
no one wants to use them. This is the land of the 
free, but everywhere, it would seem, people are in 
chains. 


| heard some important perspective on this from a 
friend from the Philippines. She told us that two 
weeks ago, in Manila, a few days before an Asian 
ministerial meeting, a shanty town near the 
convention centre was gassed and bulldozed. Two 
people were killed - an elderly woman died of a 
heart attack, and an infant suffocated on the CS 
gas (made in America, traded around the world). 
This violence happens everyday in the third world, 
but the voices raised in protest there don't seem 
to carry very far. Now the violence is on the 
streets of a developed country, it is visible, in our 
faces, and inescapable. Ultimately, the Battle of 
Seattle could just be chickens coming home to 
roost - the economic deprivation and_ social 
division brought about by inequitable institutions 
isn't limited, after all, to the South. 


So what about the voices raised here? Reading the 
popular press, you could be forgiven for thinking 
that the only thing the protestors are doing is 
having the crap whacked out of them. This isn't 
true. Sure, there's blood on the streets (drawn by 
King County's finest, never by protesters). | have 
yet to find information in the national press, 
though, on what the protesters have done * since* 
being arrested. 


They're still resisting, and resisting with humour. 
There was a fantastic image of them on local TV 
yesterday at the police holding facility specially set 
up to 'process' them. The busses had arrived, and 
the fingerprint takers had their ink pads all set up. 


But the activists wouldn't get off the bus. They 
were staying there until they were given access to 
a lawyer, and given a phone call. And the police 
really didn't know what to do with them. They 
were let off the bus to go to the bathroom, and 
then let back on the bus. And last | heard, they 
were still there, after 18 hours. Fighting back, 
non-violently, and with compassion. 


Resistance isn't just limited to the streets, though. 
Governments can resist other governments too. 
Not all governments are the same. It is possible, 
just as the protesters on the streets have been 
doing, for delegations from the South, to speak 
truth to power. In the WTO sessions themselves, 
you can see small, and uncoordinated, but 
nonetheless real acts of resistance. A quick bit of 
WTO background first. 


At the Singapore ministerial meeting in 1996, the 
US and EU decided that they wanted to have some 
new issues brought to the negotiating table. It 
was decided that committees would be formed on 
these new issues, and would report back to the 
member states. The committees still haven't 
completed their work, but the US and EU are 
getting impatient. They're pushing through a 
declaration on new issues at the moment. And 
developing countries are furious. There was an 
official session yesterday to debate this. 
Developing countries took the floor and vented 
their anger. In the afternoon, the New Zealand 
chairperson brought out aé_ draft text for 
discussion. It was the same text on new issues 
that had been circulated in Geneva a few weeks 
ago, and which had been rejected by developing 
countries even then. The morning session had, in 
effect been entirely useless - an opportunity for 
developed countries to appear to listen to 
developing ones, without actually doing so. 


It gets worse. The US, EU and Canada have been 
selectively buying off key developing countries 
with bilateral concessions. This means that 
solidarity between developing countries is 
weakening. The game plan seems to be that these 
client countries will sit, together with the big 
players, and draft a document which will be 
rushed through a brief committee meeting early 
tomorrow. This is how things get done by 
consensus at the WTO. 


Developing countries aren't as well organised as 
the protesters on the streets, but they *are* 
acting. I've seen delegates pushing the bigger 
developing countries (e.g. India and Brazil) to 
take a stand. I've seen documents being leaked to 
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developed country NGOs, who will then take them 
to their governments to embarrass them. And I've 
seen delegations from the South talkingfor the 
first time, if only sotto voce, about some sort of 
coordinated non-cooperation. It's not much, but 
it's a start. And it's just as much a fight against 
power as the street politics outside. 


The last thing | want to touch on is the disturbing 
division in the popular press representations of the 
violent and non-violent protesters. On the local TV 
station last night, a report showed an encounter 
between a young masked, white man and four or 
five young latinos. The masked man was trying to 
argue against violence and property damage, and 
the latinos were saying, ‘well, why not, it's just 
some fun’. 


The argument made explicitly by the reporter was 
that not all protesters are violent, but it's just a 
hard core of unrepresentative people who spoil it 
all for everyone. This is called ‘balanced 
reporting’. But there's always a subtext. In this 
case, the subtext was that these undesirables are 
latinos, and that they are not open to reasonable 
dialogue. Maude Barlow, of the Council of 
Canadians, was movingly eloquent on this issue. 
Her words (and I'm paraphrasing here, unable to 
do justice to the force of what she said) went 
something like this: 'The press tells us that there 
were undesirable elements, that there were some 
people who didn't know why they were protesting, 
that they didn't know what the WTO was, who 
were smashing windows just because they could. 
So what? They are our children, products of our 
social system. You can't tell me that they don't 
know what politics is. They are hungry, and they 
are angry. They are the street politics that the 
WTO regime has spawned, and the people inside 
the WTO building can't hide themselves from that’. 


We oughtn't to let ourselves buy the divisions 
peddied to us by the thoughtless and the 
privileged. What's important about the protests, 
both inside and out, is a confrontation between 
the powerless and the powerful. If we're serious 
about redistributing that power, we must resist 
the demonisation of friends who are as angry as 
we are, but whose protest we don't find as 
‘articulate’ or informed. 


World Trade Organization 


This is an open letter to the leaders of the world 
from the Honourable Paul Hellyer, one of 
Canada's senior politicians. The views expressed 


reflect 50 years experience in business, politics 
and economic affairs. 

If you want a fairer, more just and prosperous 
world, you must reject outright any extension of 
the World Trade Organization (WTO) mandate to 
include services as proposed by the major powers. 
Instead, you should review the existing scope of 
WTO jurisdiction and remove all references to 
"national treatment" as a fundamental tenet of 
international trade and investment. 

If you don't, you will never be able to develop the 
kind of diversified economy necessary to provide 
interesting and challenging jobs to your brightest 
young people and you will not have the tax base 
required to finance essential public services. 

The "national treatment" clause is the lever by 
which the transnational corporations and 
international banks of the five big powers are 
colonizing the world to an extent previously 
considered impossible. As soon as your country 
has a company with good prospects to expand 
globally, it will be | bought by one of the 
transnationals which will shut the company down, 
make it part of the transnational's empire or move 
production to another country. In the event that 
the choice is either to shut down the company or 
move production elsewhere, trade agreements 
require countries to allow products previously 
made within their borders to be imported from 
abroad without penalty. My country, Canada, has 
already suffered in this way when foreign 
investors bought our companies and curtailed or 
ended production with the inevitable loss of jobs. 
Even if the facility purchased remains in your 
country, the most challenging jobs will be moved 
to a foreign head office. Consequently, your 
most creative people will be denied the 
opportunities they want or be forced to emigrate 
to the country where the head office is located. 
Again, Canada has experienced this tragic result. 
In addition, your national tax base will be eroded. 
Transnational corporations are ingenious at 
finding ways to minimize the taxes they pay _ in 
host countries. They use many devices, including 
the amount they charge for administration and 
royalty payments on patents, in order to transfer 
profits to a location of their choice. Meanwhile, 
they expect the host country to carry the major 
burden for the construction of infrastructure and 
the provision of social services. 


In effect, globalization is a combination of 
colonization and_ corporatization. Corporations 
are usurping the power of nation states and 
robbing them of their ability to legislate positively 
on behalf of their own people. Power is shifting 
to the World Trade Organization which is __ little 
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more than a surrogate for _ transnational 
corporations and the banks that finance 
corporations’ global acquisitions. 

This development is a travesty of democracy. The 
World Trade Organization is now exercising de 
facto executive, legislative and judicial powers in 
much of the world. It does this in the absence of 
any democratic foundation and without checks 
and balances. It has all the characteristics of a 
bureaucratic dictatorship, unaccountable to any 
electorate. 

That the second millennium should end with 
democracy being totally undermined at the hands 
of countries that claim to be democratic is an 
unspeakable tragedy. It is a measure of the 
extent to which real democracy no longer exists 
in these countries, including Canada and the 
United States. Only candidates and parties with 
substantial financial backing from large 
corporations have any hope of getting elected. 
Once in office, they are obliged to favour 
corporate interests over those of rank and file 
electors. 

To accomplish this, politicians favourable to the 
big corporations have been selling the idea that 
globalization is both inevitable and good for 
ordinary people. They speak of "the 
unquestionable benefits" of globalization without 
providing any evidence or data to support this 
myth. 

In fact, the "benefits" accrue largely to the 
officers, directors and_ principal shareholders of 
transnational corporations and the people they 
hire to do their bidding. Nearly everyone else in 
the world is worse off. 

This new economic system (under which we have 
all been living since central banks adopted the 
ideas of Milton Friedman and his colleagues at the 
University of Chicago in 1974), is really a 
reversion to the boom-bust system in effect prior 
to the Great Depression of the 1930s. It can only 
be judged by its "success". A look at the data 
shows that neo-classical, monetarist (globalized) 
economics has been a monumental flop. 


In Canada, for example, our performance has 
been humiliating. From 1949 to 1973, real 
domestic output increased by an average of 4.9% 
a year; for the 25 Friedman years, growth has 
averaged 2.8% - a reduction of 43 percent. 

At the same_ time, both _ inflation and 
unemployment have been far higher. From 1949 
to 1973, the Consumer Price Index, our inflation 
indicator, rose by an average of 2.86%, whereas 
from 1974 to 1998, it rose by 5.62% a year, on 


average, - an increase of 97 _ percent. 
Unemployment for the earlier 25 years averaged 
4.74% and for the last 25 years, 9% - almost 
90% more men and women unemployed and 
looking for work since the monetarist counter- 
revolution began in 1974. 

Even in the great United States the comparison is 
dismal. The average increase in GDP was down 
by 38% and unemployment has been 42% higher 
in the monetarist era. Their federal debt soared 
by more than 1000 percent. 

It is the global statistics, however, that make one 
shudder. For the years 1950 to 1973, the 
average annual compound growth rate of per 
capita GDP was 2.90 percent. From 1973 to 
1995, it was down to a disastrous 1.11% - more 
than a 50% reduction. Neo-classical monetarist 
economics, which is the cornerstone of a 
globalized system, has been a disaster for the 
world and especially for its poorest people. 

And now the big powers want to extend WTO 
jurisdiction to health care and education because 
big corporations want to take over these areas. 
Just say no! Health care and education are too 
important to be put in the hands of foreign 
corporations for whom profits are more important 
than a healthy, well-educated populace looking 
for equality of opportunity. 

Agriculture is another area for concern. A few 
large companies want to control world food 
supplies. Unfortunately, they have the support of 
the United States and some other governments. 
It is profoundly important, both strategically and 
from a humanitarian standpoint, that this trend be 
stopped and some semblance of self-sufficiency in 
food be maintained in nation states. 

Y2K marks a turning point for the world and the 
WTO. While the time clock moves inexorably 
ahead, the globalization clock must be turned 
back. The WTO should be stripped of its 
dictatorial powers. The ability of large 
corporations to subvert democracy should be 
curbed. "National treatment" should be scrapped 
so that each sovereign country will have the 
power to decide the terms and conditions on 
which foreign investment is welcome and the 
extent to which it is welcome. And each country 
should have the right to protect its own industries 
- if it is willing to accept the consequences from 
other countries. After all, that is how the major 
powers became major powers. In a just world, 
they should not deny the same right to their 
smaller and weaker neighbours. 


